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I obtained this critique of the SOVA/EURA pipeline

paper informally. The DCI has a copy for background use.
I hope the critique will not be sent formally to the

DCI go that a full response will not be required. The
new |
servg
Other
level.

aper SOVA is doing at the DCI's request should
policymakers' needs for a broader perspective.
comments could best be handled at the working .

~ Maurice Ernst
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. OIL AND GAS EQUIPMENT AND TECHNOLOGY e

OBJECTIVE

Sufficient Western r-straint on future transfers of oil

and gas technolodies to the USSR to warrant lifting of U.S.
retroactive conttols. i R A ;

er - B PR - -

ANALYSIS : S

Until the Reagan Administration the United States had
never develeoped a clear policy as to whether -Soviet oil and -
gas preduction fyrthered or impéded Western interests., Even
now the fact that the sanctions are tied to Poland reflects
some ambivalence; .

, o

-— —

* b .

In the late 1970's, one of the arguméhts-for apPtoval of =— =

exports to the USSR of some mid-performance U.8s. computers
for o0il exploration seismic data processing was the possible
beneficial effect on the world oil market. = '

“1In 1978, the United States imposed contiols on exports
to the USSR of edquipment and technology for exploration and —
production of oil and gas. But this action was designed as
a "flexible tool :0f fore: :n policy” and all license applica- =~
tions were approved until revocation of the Dresser drilil
bit plant licpngﬁ in late 1980. -

< S ammm=: ke, =3 R
s . 3 > e R AT MWL TIEER . edd
] -

In March 19@0, one ol the escape clauses in the U.S. -

post-nfghanistan .proposal to COCOM for a no-exceptions
policy was "items that protect wWestern access to vital
commodities or sdrvices" and the example given was a computer
to regulate the flow ot gas on the Orenburg pipeline. -

- In July 1981, the United States proposed at the Ottawa
Summit a “"prudent approach” to East-West economic relations,
which pointed out the dande=rs of trade dependency relation-
ehips with the USSR. But the Furopeahs made clear at Ottawa
their intent to proceed with the Siberian gas pipeline and
the United States imposed no controls at that time which
would affect that pipelin:. ‘

1n addition to'the vulnerabllity from dependence -
argument, United States «fficials have from time to time .
observed that Soviet hard currency earnings from sales of e

gas delivered through the pipeline would strengthen the USSR R

economically, permittina. nter alia, larger purchases of- — -
Strategically sighificant high technology. - T
| 3
f CONF 1 DENTIAL
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. After the imposition of martial law in Poland on ]
December 13, 1981, U.S. crntrols were expanded on December 30
to cover transmission an? refining for energy use and on . . -
June 22 to cover non-U.S. osrigin items from subsidiaries and__
products manufactured by licensees using previously transferred -
technology. These controls had a clear impact on the
pipeline; but we have stated that they would be lifted if B
the three conditions for improvement in Poland stipulated in
the NATO January 11 commu~igue were met (lifting of martial
law, freedom for politic.i: detainees, and resumption of
dialnque with So}idarity and the churchy.

Our Allies have consistently resigted the imposition of
controls on exports to the USSR for other than strategic '
security purposes,

In 1378 the.United States asked France and others not
to subctitute for a computer we denfed to TASS in reaction
to the ShcharansKy trial and the arrest and harrassment of a
U.8. businessman 'and U.S. journalists. MHowever, Prance _
* |9 Proceeded.to sell a more powerful computer to TASS, ip spite

of a U.5. objecticn in COTOM, - . —— b.—-

"{,‘.f‘_ﬂ,’."sf':" . A'.::‘)‘ .'::‘:

ST,
v“-ﬂ

The only agreed Alli~d export control in response to
hAfyhanistan was @ COCOM n~-exceptions policy with escape
clauses, and even this was based on de facto observance
rather than reccrded agreement, - In 1980, French and German
firms replaced American steel mill and aluminum smelter
‘ exports to the USSR denied by U.B. post-Afghanistan sanctions,
' despite assurances from the French and German governments _
£ not to undermine U.S5. measureés. : This public display of T

5 Allied dicurity led to a2 major &ffort in NATO to develop an o
% agreed contingency plan tor export (and credit) controls in == -
; the event of Soviet military intéerventidn .in Poland.

The 1981 KATO contin,:ncy plan called for a total
eXport embargd (except pre-existing contracts) and a cutoff __

i? of all new governront-sup, orted credits. This plan was not
T invoked after Dedember 13, 1961, because the Europeans

1! considered that inposition of martial law in Poland was not
5 a sierious enough development to warrant such controls. The

Europeans, acting through the EC, did agree with a U.S. =
preposal to expand the COCIM no-exceptions policy to cover .- =
2 exports to Poland; but they have protested U.S. objections = i
' in COCOM to Poligh escape clause cases which are not supported -
by specific strategic rationale.

The only controls on oxports to the USSR which our -
iy Allies have histdrically agreed to impose affect items on - —
g the COCOM list. Some equipment of significance to the oil -
¥ and gas industry ;is alrea.d; on the COCOM 1ist, principally _

| _ . '

i CONFIDENTIAL - ;
Approved For Release 2007/05/23 : CIA-RDP84T00109R000100120011-6 > -




S 3 A L TR v G W 7 s WEID . TN =N [T S

1

Approved For Release 2007/05/23 - CIA-RDP84T00109R000100120011-6 =~

CONFIDENTIAL

3 -

s Py

exploration equipment (such as magnetometers, gravity metergy—- <~ -
computets, recorfling equipment, ‘and hydrophones) and com- s
puterized pipeline contrel equipment. These items are on
the COCOM list because of concerns other than oil and gas,
for example computerized seismic equipment is used not only
for oil exploration but ~'so for anti-submarine warfare L
(ASW). The United States proposed in 1978 that COCOM == T T E
tighten computer:controls by adding a sub-item on special :
signal processing, which would more effectively restrict-
array transform processors (ATPs), which are used for both
oil exploration and ASW. rOCOM did not concur, primarily
because the Unitéd Stater did not agree to liberalize '
controls on general purpuse computers. We are trying again -
in 1982 to obtain tighter COCOM controls -on ATPs, but other
COCOM members may once again insist on iiberalization of ”
general purpose ¢oniputers. o,

We will havé an even more @ifficult-time persuading the ~
Alldies to control oil and gas equipment which does not also -
have other uses 4¢f military concern. -7 ‘

The largest value item in Western exports of oil and gas
equipment to the USSR is pipe, mostly from Germany, Japan, B
and lItaly (abmut 'Sl billionn per year). In. the 1960 —_ - -
amidst much controversy, Getmany eventually acceded to a
U.S. proposal to'ban pipr exports to the USSR. The USSR -
subscqguently tharked the iinited Btates for this incentive to _
develop an indigdnous Soviet pipe industry. fThe ban on '

Western pipe eXparts was shortlived. Por many years, such ,
. exports have supplemented Soviet production, Pipe purchases --
i are in bulk, with distribntion made to a variety of Soviet
2 B projects. g L e : -
st FRG pipe sales to the Soviet Union for the West Sibevrian
i pPipeline are contracted o- an annual basis. This arrangement

§‘ wae developed partly as an FRG response to Soviet demandsg .. = -
. for Jower interest rates. This veduced the size of the ~ — :
1 - - overall contract and allowed negotiations to be based on = == ~— . — =

market terms and conditior closer to the actual time of
delivery. ‘“The US-EC arrangement on steel exports to the _.
United States is gyontings.. on agreement by Mannesmann to
reduce exports of pipe and tube to the United States. Given
i this history, European agirement to embargo pipe would be -
very difficult to achieve. , ==

- At least some of the Furopean arguments for opposing
controls on o1l and gas equipment would be overcome if our
proposal was limited to items with substantial impact on
the USSR (other than pipe) and historically exported to the
USSR largely by the United States, . :

H
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The follbwing £i* the above descriptlon;

1. Exploration ' . B )

or ih u.g, pxopdsall to Cocow for revigsions of -
that'ljise, Therefore they need Not be included in

ke -

IT. Drll{lnq

Offshore positioning'equipment. tonalonerl; tl&tE:;
and-mbtion—compensattng Systems; .

High-duality drill bitg,

High pregsure ! low-out Preventers witp auvtomatic
controls; ‘ - .

11T, Producticn ‘ T .: -

Deep sdbmersibla Pumps;

.-

0

=

Gas'welﬁhead assembljieg .68.4
€quipmeht ; , .

il

o¥h hole completion.

+ R > F—
Er = <%

’ ‘ /1 Ly ' e T . o I- * & 0
V. Gas Eipgline ' ,

C

e e
— -

'_' ’ ,-"v;
‘“-E;pﬂéayérs; . ‘ S

Compressors ang turbineg,

se sales, although jp many tsses the Bales were RAL -
ly from the United Bt.aro o i - ul - "
i
TALKING poInTs ! | =
TN 1981 W cOLLABOR:, L p 1y NATO TO DEVELOP A o=

CONTINGHNCY Pran Wiloi CALLED pog A TOTAL EMBARGO oN

4EXPORTS TO THE USSR, EXCEpT PRE-EXISTING CONTRACTS LT

(AND A CUTOFF OF aALL nim GOVERNMENT-8UppORTED
CREDITS) 1N THE EVENnT UE SOVIET MILITARY INTERVENTION
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"HAVE IN MIND ITEMS SUCH AS OFFSHORE DRILLING EQUIPMENT,

| CONFIDENTIAL = . -
: -5 -

IN POIANDu AFTER TRE IHPOSITION OF nARTIAL Law xa ﬂ*f{zf
POLAND ON‘DLCEMBEP 13, 7981, TBIS PLAN WAS NOT -
INVOKED. |

IT IS ARGUABLE TI"~ THE SITUATION 'IN POLAND MAY

B - - .

NOT BE SERIOUS ENUUGH TO WARRANT A TOTAL EMBARGO ON
NEW CONTRACTS FOK EXPORT TO THE-USSR. HOWEVER, IT

15 CERTAINLY SERT('S ENOUGH TO WARRANT A CONCERTED

ALLIED RERCTION

TNCREASED! REPPESSSIVE ACTIONS OF TBE POLISB GOVBRNHENT

IN PUTTING DOWN DEMONSTRATIONS MARKING THE FIRST TE

o

ANNIVERSARY OF SOLIDARITY WITH Lﬂls OF LIFE AND HUCH;~
SUFFERING| EMPHASIZES THE "NEED ron A connon wnsrsan -

- ey . * "b ~‘ .

;-". - b p—:—— G

RESPONSE Dr DISAPIDOVAL..
I LIMIILD:YET SICNIFICANT REACTION MIGHT BE A
PhOHTBIIIDN OF EXPORTS TO TBE ussa, OTHER THAN PRE-
LhIoTINu CONTRACTS OF KSY OIL AND GAS EQUIPMBNT =
THE PKECIBE LIST WOULD sg SUBJECT TO NEGOTIATION, AS -

WOULD THE DEFINITI N OF PRE -EXISTING CONTRACTS. WE -

HIGH QUALiTy DRILL BITS HIGH Paessunz BLOW-0OUT

i

PREVENTERS, DEE} ..3MURSIBLE PUMPS, GAS WELLHEAD
ASSEMBLIES AND DOWK HOLE COMPLETION EQUIPMENT, GAS -
PIPELINE tompREsaoas AND TURBINES, AND GAS PROCESSING '

EQUIPMhNT THIS WOULD BE IN ADDITION TO COMPUTERS

i

AND OTHLR roUIpmrrw ARLREADY ON THE COCOM LIST.

CONFIDENTIAL

f
|
|
{

=i
S
Ea
e




;b; THE UNITED STATES
sUPPLIEg OF THESF ITEMS,

SUPPLIPR
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HAS HISTORICALLY BEEN.A MAJOR.. ;;, .

IN SOME INSTANCES THE SoLp -
W ”

E SHOULD BE PRFPARED 10 REACH Aanssnsur now To .
ENTER INTO CONTRACTS CONNECTED WITH THE SEcomp . . .
STRAND OF THE SIHERIAN PIPELINE. - = X

o ‘,;‘_.’__ P
__ A p—:—" - -
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- NWestern $ales to the Soviet Union 1975-1980, L )
~ Of 011 . and Gas Tquipment and Tecbnolo —
. Proposed for Allled Contro ‘ -
i o=
The following two T~'-les record a sampl ing of Welternv i
exports of oil and gas ecipment: and technology to the : = -~ g
Soviet Union dur%ng ghe I "iod 1875 to 1980 in the ATOAB .. me o o =
proposed for new :Allied controls. 1In key areas the United . L
States is the sole supplier ({subiersible pumps) or the - — -
preferred supplidr (gas turbine technology). Many European -
exports are fromisubsidiaries of U.§, firms. and much of the =_—
technology that gervee at 1 basis for Eutopean exports
originated in thd United :!ates, ;
! B == = - o= T o
! = E
!
i .
{ l,.i,f_ ::T.'_ - — " - ;__
— e : - . E e - 'S b . .
, - - ., “ ﬁ:-' - A —— L ~:
=" Source - “"Techhology arnd Soviét EhergyTAviilabilitY. R =z
Office of Tethnology "ssessfient; Congtess of the United — - - =
States, Novefber 1981. This document cites its source -
as the bi-monthly pulbrlication “"Soviet Business and e L
Trade". ThehOTA study statés that U.S. industry-represem — =
tatives have' indicated that information in this publica~_- - -
tion about their firms' activities ig generally accurate 2
but that OTA:has made no attempt to validate total o i
authenticity!or completeness of the data. = B T o=
: x ' e —
] =
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The KEuropeahs will 1obably be reluctant to control exports
beyond militavily critical COCOM items.

1. ESSENTIAL FACTS T

The Europeans have not heretofore agreed to impose controls
On exports to the USSR beyond items on the COCOM list. They
are intent on préccedine :ith the pipeline. .

I11. TALKING POINTS - o T T T T

Criticism: ‘why do you propose controls on oil and gas . _ S
equipment 1t vou 'are ury " ing to reimpose a grain embargo?

Response:  The oil and gas equipment items we suggest be i
corsidered for cdntrol are 1tems which could contribute =
significantly to Soviet ability to create conditions -
of political valnerability. They'are items for which there -
is a critical nedd in the I'85R. They are items for which -
the United Stateu bas historically been a major supplier. ;
On January 11, the North 5! lantie Council agreed that “the ;
Allics will maintain close consultations on the implementation =
Oof their resclve hot to urdermineé the effect of each other's . =
measures.” Allied controie paralleling some of the U.S. - oo
measures would copstitute . form of not .undermining. A U.5. - : P
grain embargo is demonstr 1 1ly of little effect Unless B
other major grain supplic - cooperate. Even an effective - TR
grain erbargoe would hot .. ., the USSR a critical need. -
Domestic arain supplies aic adequate to feed the population = = — =
On a diet with leks meat. ' T

Criticism: If we deny the Soviets help in developing their
©il and gas resoutces now, won't that mean they will import
energy from world markets and create tighter conditions for
us in the future?. : '

Res onse: Denial to the Soviets of thg Lypes of equipment - - -
. we have Tnwi [ TS oos P -

nmind will not .. [&@ roduction for fowrtg=— = .
8ix years, because of the relatively long time lags in ‘

1 R .
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line. Moreover, we believe it is
s would sxpend the large amounts
to {mport_substantial energy

Ne _

neray supp
atively fa

ljies would therefore be —
r in the future. The

cost to the Soviets, on the ¢

and would he a clear demonstra

ther hand, would be substantial

tion to them Of the conseguences

of their role in the repression in Poland.
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wWhy should the

gas equipment market 1in the
Europcans and Japanese give
markets? :
' |
Renponse: Thd value of the

exports

.p potentially valuable export

T R

Soviet market for Western

T o711 and gas equipnent ultimately depends on the

possibility of

incdeasina Soviet supplies to meet an increase

in world energy demand.

e same benefits could be derived -

from Western exports to We

~tsrn nations for the development.

of non-Soviet sourges of energy
in energy demand.  In addit ion,

in response to an increase
investment in Western energy

ve a beneficial multi
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Western ecconomies
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